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SUB J : INDONESIANS DISCLOSE "MASTER AGREEMENT" WITH 
JAPANESE ALUMINUM GROUP ON ASAHAN ALUMIMUM SMELTER 

REF: JAKARTA 13769 AND PREVIOUS 

1. SUMMARY: PRESIDENT SUHARTO HAS GIVEN HIS 
APPROVAL TO FURTHER GOI AGREEMENT WITH JAPANESE 
ALUMINUM GROUP RELATING TO ASAHAN PROJECT. 
CONFIRMATION OF AVAILABILITY HEAVY CONCESSIONAL 
FINANCING REQUIRED FROM GOJ FOR THE PROJECT STILL 
PENDING. END SUMMARY 

2. FOLLOWING SEVERAL INDICATIONS OF ONDONESIAN 
TESTINESS AT SLOW PACE OF NEGOTIATIONS WITH THE 
JAPANESE (REFEERENCE), CULMINATING IN FOREIGN 
MINISTER MALIK'S "NOT RULING OUT POSSIBILITY OF 
LIMITED OFFICIAL USE 
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12 DECEMBER, INDONESIANS DISCLOSED THAT PRESIDENT 
SUHARTO APPROVED A NEW ' MASTER AGREEMENT" WITH 
JAPANESE ALUMINUM GROUP (SUMITOMO, MITSUI, SHOWA 
DENKA, NIPPON LIGHT METAL, MITSUBISHI), ON 23 
DECEMBER. AGREEMENT WAS NEGOTIATED AND INITIALLED 
IN TOKYO, WITH SUMITOMO REPRESENTING THE JAPANESE 
GROUP. 

3. ACCORDING TO MINING MINISTRY SOURCES, WHAT 

THE PRESIDENT CHIEFLY AGREED TO WAS ACCEPTANCE OF 
JAPANESE GROUP'S REQUEST FOR ANOTHER SIX MONTHS 
IN WHICH TO OBTAIN GOJ SOFT-LOAN SUPPORT FOR THE 
PROJECT. THIS AMOUNTS TO 85 PERCENT OF CIRCA 
$900 MILLION CAPITAL ESTIMATE. IN ORDER TO ASSURE 
INVESTORS 9-10 PERCENT RETURN ON EQUITY, INDONESIANS 
MADE TAX CONCESSIONS(UNSPECIFIED) IN COURSE OF 
RECENT TOKYO SESSION; AVAILABILITY OF OFFICIAL 
GOJ LOANS IN A RANGE OF INTERST RATES FROM 4 AND 
ONE HALF TO 7 PERCENT AND AVERAGING 5 PERCENT 
HAS BEEN ASSUMED. CHIEF JAPANESE NEGOTIATOR A 
SUMITOMO VICE PRESIDENT, ASSURED INDONESIANS OF 
IN-PRINCIPLE GOJ SUPPORT FOR THE PROJECT. 

4. INFORMANTS DID NOT PROVIDE DETAILS OF SPECIFIC ISSUES THAT 
MAY HAVE BEEN RESOLVED IN PRESENT AGREEMENT, NOR INSIGHT 
INTO PUZZLINGLY SUDDEN ABOUT-FACE IN PROJECT'S OUTLOOK. 

WE ARE SEEKING INTERVIEW WITH CHIEF INDONESIAN 

ASAHAN NEGOTIATOR IN HOPE OF OBTAINING FURTHER 
CLARIFICATION. TOUSSAINT 
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